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Check each applicable box below. (See instructions for further detail )

All required component unitsffundsfagencies of the local unit are included in the financial statements andf/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assets
{P.A. 275 of 1980} or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Lean Act, or
other guidance as issued by the Local Audif and Finance Division,

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The focal unit onty holds depositsfinvestments that comply with statutory requirements.

The tocal unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bufletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin}.

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of cur audit
that have not been previously communicated to the Local Audit and Finance Division {LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles {GAAP).

The board or council approves all invoices prior 1o payment as required by charter or statute.
To our knowledge, bank reconciiiations that were reviewed were performed fimely.

If a local unit of government (autherities and commissiens included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, piease enclose the name(s), address{es), and a
description(s} of the authority and/or commission.
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INDEPENDENT AUDITORS’ REPORT

October 28, 2007

Members of the Township Board
Martin Township
Allegan County, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Martin Township, Allegan County, Michigan (The
Township}, as of and for the year ended June 30, 2007, which collectively comprise the Township’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the management of Martin Township. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, cn
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit alsc
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reascnable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Martin Township as of June 30, 2007, and the respective changes in financial position,
and the respective budgetary comparison for the general fund and each major special revenue fund for
the year then ended in conformity with accounting principles generaily accepted in the United States of
America.

The Management’s Discussion and Analysis on pages 3-7 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Martin Township's basic financial statements. The individual fund schedules are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
individual fund scheduies have been subjected to the auditing procedures applied in the audit of basic
financial statements and, in our opinion, are fairly siated, in all materia! respects, in relation to the basic
financial statements taken as a whole.

Chadwld Hagfror LY

Sprcializing in services to governmental and nonprofit entities



Management’s Discussion and Analysis

As management of Martin Township, we offer readers of the Martin Township's financial statements this
narrative overview and analysis of the financial activities of the Township for the fiscal year ended June
30, 2007. We encourage readers to consider the information presented here in conjunction with additional
information that is furnished in the financial statements and notes to the financial statements.

Financial Highlights

e The Township received delivery of a new fire truck which was partially funded through a
Department of Homeland Security grant. At the beginning of the year the truck was under
construction at a Michigan manufacturer.

o The Township purchased a new building for library operations. At year end the renovation of the
new building was in the planning stage of the project.

e The Township invested approximately $350,000 in the maintenance and improvement of the road
infrastructure.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Township's financial
statements. The Township's basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financia! statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Township's finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the Township's assets and liabiiities, with
the difference between the two reported as net assefs. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financiat position of the Township is improving
or deteriorating.

The statement of activities presents information showing how the government's net assets changed
during the most recent fiscal year. Al changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardiess of the timing of related cash fiows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods {e.g., payments on debt).

Both of the government-wide financial statements distinguish functions of the Township that are
principally supported by taxes and intergovernmental revenues {governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the Township include general
government administration, public safety, public works including road maintenance and recreation
and culture activities. The Township does not have any business-type activities.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain contro! over
resources that have been segregated for specific activities or objectives. The Township, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the Township can be divided into two categories: governmentat
funds and fiduciary funds.



Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaiuating a government's
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmentai activities.

The Township maintains five individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for all governmental funds.

The Township adopts an annual appropriated budget for its general fund and all special revenue
funds. Budgetary comparison statements have been provided herein to demonstrate compliance with
those budgets.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statement
because the resource of those funds are nof available to the support the Township’s own programs.
The accounting used for fiduciary funds is much like that used for governmental activities in the
government-wide financial statements.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required suppiementary information. Required supplementary information is limited to
this management discussion and analysis.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the Township, assets exceeded liabiiities by $1,743,099 at the close of the most recent
fiscal year.

A significant portion of the Township’s net assets reflects unrestricted net assets which are available for
future operation while a significant portion of net assets is invested in capital assets {e.g., land, buildings,
vehicles, equipment and infrastructure), less any related debt used te acquire those assets that is sfill
outstanding. The Township uses these capital assets to provide services to citizens, consequently, these
assets are not available for future spending. Although the Township investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.



Governmental Activities

2006 2007
Current and other assets $1,094,896 $617,303
Capital assets 955,804 1,535,359
Total assels 2,050,500 2,152,662
Accounts payable - 20,720
Other liabilities 486,081 388,843
Total liabilities 486,081 409,563
Net assets
Invested in capital assets, net of
related debt 955,604 1,535,359
Restricted 101,828 (148,077)
Unrestricted 506,989 356,817
Total net assets $1.564,419 $1,743,089

Net assets of the Township increased by $178,680. The governmental activities increase in net assets is
primarily due to a combination of both fire protection and road fund investments in capital assets which
will be depreciated over their estimated useful lives.

Governmental Activities

2006 2007
Revenue
Program revenue
Charges for Services $108,354 $115,172
Operating grants and
Contributions 31,346 26,720
Capital grants and
Contributions 174,091 36,8089
314,791 178,701
General revenug
Property taxes 319,058 355,678
State shared revenue 153,621 148,400
Other 11,872 19,112
Total revenue 789,346 701,891
Expenses
Legislative 27,388 20,729
General government 135,052 153,793
Pubiic Safety 163,879 155,474
Public works 21,543 151,505
Recreation and cuiture 35,574 41,710
Interest 1,423 -
Total expenses 385,659 523,211
Increase in net assets 413,687 178,680
Net assets-beginning of year 1,160,732 1,564,419
Net assets end of year $1,564,419  $1,743,089




Governmental activities

During the year the Township continued its emphasis in public safety by investing $155,474 or 30% of
governmental activities expenses. Legislative, general government, public works, recreation and culture
and interest on long-term debt made up the remaining 70% of governmental activities expenses.

Financial Analysis of the Government’s Funds

As noted earlier, the Township uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the Township's governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Township’s financing requirements. In particular, unreserved fund balance may serve
as a useful measure of a government's net resources avaiiable for spending at the end of the fiscal
year. As of the end of the current fiscal year, the Township’s governmental funds reported combined
ending fund balances of $207,740, a decrease of $401,075 in comparison with the prior year as a
result of the significant investments in capital assets.

The general fund is the chief operating fund of the Township. At the end of the current fiscal year,
unreserved undesignated fund balance of the general fund was $157,106. As a measure of the
general fund's fiquidity, it may be useful to compare unreserved fund balance to total fund
expenditures and transfers out.

The fund balance of the Township's general fund decreased by $59,782 during the year. This
decrease is primarily a result of significant transfers to the fire protection fund for purchase of the new
fire vehicle.

The library fund has a fotal fund balance of $138,939 which decreased $80,390 during the year
primarily due to the purchase of the new library.

Budgetary Highlights

The most significant differences between the original and final amended budgets were reported in the
fire protection fund for the construction costs associated with the fire truck delivered in 2007. There
were no significant changes from the original to the final budget in the general fund.

Capital Asset and Debt Administration

Capital assets. The Township's investment in capital assets for its governmental activities as of June 30,
2007, amounted to $1,535,359 {net of accumulated depreciation).

Significant capital purchases during the year consisted primarily of final payment for a fire truck, library
building purchase and read improvements.



The Township's Capitai Assets (net of depreciation) are summarized as follows:

Governmental
Activities
lL.and $ 48,100
Buildings, Equipment and
Infrastructure 1,487,259
Total $1,535,359

Additional information on the Township of the Township capital assets can be found in Note 4 of this
report.

Debt. At the end of the current fiscal year, the Township had no debt outstanding.

Economic Factors and Next Year's Budgets and Rates
The following factors were considered in preparing the Township's budget for the 2007-08 fiscal year:

« Property taxable values
¢ Flat state shared revenue
« Inflation on expected expenditures

Requests for Information

This financial report is designed to provide a general overview of the Township’s finances for all those
with an interest in the government's finances. Questions concerning any of the information provided in

this report or requests for additional financial information should be addressed to the Township Clerk, PO
Box 27, Martin Michigan, 49070.
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TOWNSHIP OF MARTIN

STATEMENT OF NET ASSETS

JUNE 30, 2007

Assets
Cash and cash equivalents
Due from other governments
Capital assefs, net
Land
Buildings, equipment and infrastructure

Total assets

Liabilities
Accounts payable
Unearned revenue

Total liabilities

Net Assets {deficit)
Invested in capital assets, net of related debt
Restricted for
Permanent
Nonexpendable
Expendable
Roads
Fire protection
Unrestricted

Total net assets

The accompanying notes are an integral part of these financial statements.
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Primary Government

Governmental

$ 566,335
50,968

48,100
1,487,258

2,152,662

20,720
388,843

408,663

1,535,359

1,460
169
(181,375)
10,669
356,817

3 1,743,099




TOWNSHIP OF MARTIN

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2007

Functions! Programs
Primary government
Governmental activities
Legislative
General government
Public safety
Public works
Recreation and culture

Total governmental activities

General revenues
Property taxes
General operating
Roads
Fire protection

State shared revenues
Interest earnings

Total general revenues and transfers

Change in net assets

Net assets, beginning of year

Net assets, end of year

$

Expenses

Program Revenues

for Setvices

Charges

Operating
Grants and
Contributions Contributions

Capital
Grants and

20,729
153,793
155,474
151,505

41,710

- %
61,162
53,278

731

3,465 -
23,255 -

Net (Expense}
Revenue

$ (20,729}
(82,631)
(65,386)

(148,040)
(17,724}

523.211

$

115172 §

26,720 § 36,808

{344 510}

The accompanying notes are an integral part of these financial statements.
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68,951
220,308
66,419
148,400

18,112

523,190

178,680

1,564,419

$ 1743009



TOWNSHIP OF MARTIN

GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2007

Assets
Cash and cash equivalents
Due from other governments

Total Assets

Liabilities and fund balance
Liabilities

Accounts payable

Deferred revenue

Total Liabilities

Fund balances {deficit}
Reserved
Perpetual care
Unreserved
Designated
Undesignated

Total fund balances (deficit}

Total liabilities and fund balance

Special Revenue

Fire
Library Road Protection

General Fund Fund Fund
$ 259,632 137,401 % 85044 $ 82,725
48,968 2,000 - -
$ 308,500 138401 % 85044 §% 82,729
$ 4,595 462 $ 13,750 % 1,813
86,027 - 232,669 70,147
80,622 462 246 419 72,060
60,772 - - R
157,106 138,838 (161,375) 10,669
217,878 138,939 {161,375} 10,669
$ 308,500 139401 % 85044 % 82,729

The accompanying notes are an integrai part of these financial statements.
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Permanent

Fund
Cemetery
Fund Total
$ 1629 § 566,335
- 50,988
3 1629 $ 617,303
$ - 35 20,720
- 388,843
- 409,563
1,460 1,480
- 60,772
169 145,508
1,629 207,740
$ 1,628 $ 617,303

13-



TOWNSHIP OF MARTIN

RECONCILIATION OF FUND BALANCE ON THE BALANCE SHEET
FOR GOVERNMENTAL FUNDS TO NET ASSETS OF
GOVERNMENTAL ACTIVITIES ON THE STATEMENT OF NET ASSETS

JUNE 30, 2007

Fund balances - total governmental funds $ 207740

Amounts reported for governmental activities in the statement of net assets
are different because

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Add - capital assets (net) 1,635,358
Net assets of governmental activities $ 1,743,099

The accompanying notes are an integral part of these financial statements.
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TOWNSHIP OF MARTIN

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2007

Special Revenue

Fire
Library Road Protection
General Fund Fund Fund
Revenues
Property taxes $ 68,951 $ - § 220,308 % 66,419
Intergovernmental revenues 148,400 2,437 - 36,809
Penal fines and charges 79,128 20,818 - -
Contributions from local units - - - 20,400
Interest 5,553 11,718 1,765 2,224
Miscellaneous 3,490 731 3,465 9,199
Total revenues 306,622 35,704 225528 135,051
Expenditures
Current
Legislative 20,729 - - -
General government 188,738 - - -
Public safety 34,028 - - 88,670
Public works 290 - 487 186 -
Recreation and culture 113 34,694 - -
Capital outlay - 108,761 - 139,757
Total expenditures 243,898 143,455 487,188 228,427
Revenues over (under) expenditures 61,624 {107,751) {261,658) {93,378}
Ofther financing sources {uses)
Transfers in - 17,361 - 104,045
Transfers out {121,408) - - -
Total other financing scurces {uses} {121,408} 17,361 - 104,045
Net changes in fund balances (69,782) (80,380) (261,658) 10,669
Fund balances, beginning of year 277,660 229,329 100,283 -
Fund balances {deficit), end of year $ 217,878 § 138,838 § (161,375} $ 10,669

The accompanying notes are an integral part of these financial statements.
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Permanent
Fund

Cemetery
Fund Total

$ - $ 355,678
- 187,646

- 99,946

- 20,400

86 21,338

- 16,885

88 701,881

- 20,729
- 188,738
- 122,698
- 487,476
- 34,807
- 248,518

- 1,102,966

88 (401,075)

- 121,406
- {121,408)

86 (401,075)

1,543 608,815

$ 1628 § 207,740




TOWNSHIP OF MARTIN
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2007

Net changes in fund balances - total governmental funds $ (401,G75)

Amounts reported for governmental activities in the statement of activities
are different because

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets are allocated over their estimated
useful lives and reporied as depreciation expense.

Add - capital cutlay 648,304
Deduct - net book value of capital assets disposed of {12,610}
Deduct - depreciation expense {55,939}
Change in net assets of governmental activities $ 178,680

The accompanying notes are an integral part of these {inancial statements.
-19-



TOWNSHIP OF MARTIN

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Budget Amounts Actual Positive
Qriginal Final Amount {Negative}
Revenues
Property taxes $ 57,454 § 57,454 $ 68,951 § 11,497
Intergovernmental 164,590 154,580 148,400 (6,190}
Fees and service charges 53,380 53,380 79,128 25,748
Interest 5,000 5,000 5,553 553
Miscellaneous 5,850 5,950 3,480 {2,460)
Total revenues 276,374 276,374 305,622 29,148
Expenditures
Current
Legislative 18,228 18,228 20,728 {1,500)
General government 185,049 195,699 188,738 8,961
Public safety 40,800 40,800 34,028 8,772
Public works 300 300 290 10
Recreation and culture 650 650 113 537
Total expenditures 250,828 256,678 243 898 12,780
Revenues over (under) expenditures 25,446 19,695 61,624 41,928
Other financing sources {uses)
Transfers in - - - -
Transfers out {25,446) (25,446) {121,406} {85,960}
Total other financing sources (uses) {25,448) (25,446) {121,406) {95,960)
Net changes in fund balance - {5,750} {59,782) (54,032)
Fund balance, beginning of year 277,680 277,680 277,660 -
Fund balance, end of year $ 277680 $ 2718910 3 217878 $ {54,032}

The accompanying notes are an integral part of these financial statements.
-20-



TOWNSHIP OF MARTIN

LIBRARY FUND

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2007

BUDGET AND ACTUAL

Revenues
[ntergovernmental
Penal fines and charges
Interest
Miscellaneous

Total Revenues
Expenditures
Current
Recreation and culture
Library
Capital cutlay

Total expenditures

Revenues over {under) expenditures

Other financing sources
Transfers in

Net changes in fund balance

Fund balance, beginning of year

Fund balance, end of year

Variance
Budget Amounts Actual Positive
Original Final Amount {Negative}
$ 2,000 $ 2,000 % 2437 % 437
20,000 20,000 20,818 818
R 11,718 11,718
300 731 431
22,300 22,300 35,704 13,404
38,856 38,856 34,654 4 162
800 108,761 (107,961
30,656 39,656 143,455 {103,799)
{17,3586) {17,356} (107,751) (90,395)
17,361 17,364 17,361 -
5 (90,380} {80,395)
229,329 220,329 226,329 -
$ 229,334 $ 220,334 3% 138,938 § {90,395}

The accompanying notes are an integral part of these fingqcial statements.



TOWNSHIP OF MARTIN

ROAD FUND
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Budget Amounts Actual Positive
Original Final Amount {Negative}
Revenues
Property taxes $ 211,37¢ % 211,379 $ 220,308 % 8,828
Interest - - 1,765 1,755
Miscellaneous 308,621 308,621 3,485 {305,156)
Total Revenues 520,000 520,000 225,528 {294,472}
Expenditures
Current
Public Works
Roads 520,000 520,000 487,186 32,814
Total expenditures 520,000 520,000 487,186 32,814
Revenues over {under) expenditures - - (261,658) {261,858)

Other financing sources

Transfers in

Net changes in fund balance -

(261,658) (261,658)

Fund balance, beginning of year 100,283 100,283 100,283 -

Fund balance {deficit}, end of year $ 100,283 $ 100,283 $ (161,375} §  (261.658)

The accompanying notes are an integral part of these ﬂ%azncial statements.



TOWNSHIP OF MARTIN

FIRE PROTECTION FUND

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Budget Amounts Actual Positive
Original Final Amount {Negative}

Revenues

Property taxes $ 64,553 $ 64,553 § 66,418 $ 1,868

Federal grants 36,809 36,809 36,809 -

Contributions from local units 22,000 22,000 20,400 {1,600}

Interest 1,000 1,000 2,224 1,224

Miscellaneous 2,800 2,800 9,188 6,398
Total Revenues 127,162 127,162 135,051 7 889
Expenditures

Current

Public Safety
Fire department 81,500 88,000 88,670 9,339

Capital outiay 43,747 139,757 139,757 -
Total expenditures 135,247 237,757 228,427 9,330
Revenues over (under} expenditures (8,085} {110,595) {83,376) 17.219
Other financing sources

Transfers in 8,085 110,595 104,045 {6,550)
Net changes in fund balance - - 10,669 10,669
Fund balance, beginning of year - - - -
Fund balance, end of year 8 - 3 - $ 10668 $ 10,669

The accompanying notes are an integral part of these ﬁngxciai statements,



TOWNSHIP OF MARTIN

FIDUCIARY FUNDS
STATEMENT OF ASSETS AND LIABILITIES

JUNE 30, 2007

Agency
Fund

Assets

Cash $ 26,372
Total assets § 26,372
Liabilities

Due to other governments $ 26,372
Total Liabilities 3 26,372

The accompanying notes are an integral part of these financial statements.
-24-



MARTIN TOWNSHIP

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Martin Township, Allegan County, Michigan (the "Township") conform to
generally accepted accounting principles as applicable to governments. The following is a summary
of the significant policies.

Reporting Entity

As required by generally accepted accounting principles, the financial statements of the reporting
entity include those of Martin Township. There are no component units fo be included. The criteria for
including a component unit include significant operational or financial relationships with the Township.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net asseis and the statement of
activities} report information on all of the nonfiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements. Govermnmental
activities, which normally are supported by taxes and intergovernmental revenues are reported in
total. The Township had no business-type activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment is offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function or segment, Program reventes include (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and {2} grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though
the latter are excluded from the government-wide financial statements. Government resources are
allocated to and accounted for in individual funds based upen the purposes for which they are to be
spent and the means by which spending activities are controlled.

Ali individual governmental funds are reported as separate columns in the fund financial statements.
The Township reports the following major governmental funds

The General Fund is the general operating fund of the Township. It is used to account for all
financial resources, except those required to be accounted for in another fund.

The Library Fund accounts for the operations of the Township library. This fund is primarily
funded through penat fines and transfers from the general fund.

The Road Fund accounts for the revenues received from property taxes which are specifically
earmarked for construction and maintenance of roads in the Township.

The Fire Protection Fund accounts for the revenues received from property taxes which are
legally restricted for fire protection activities.
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MARTIN TOWNSHIP

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

The Cemetery Permanent Fund accounts for the corpus of a trust fund for which only interest on
the corpus may be expensed for cemetery maintenance.

Additionally, the Township reports the following fund types

The Trust and Agency Funds are used to account for assets held in a trustee or agency capacity
on behalf of outside parties, including other governments. The Township maintains one agency
fund.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the fiduciary fund financial statements, except for
agency funds which do not have a measurement focus. Revenues are recorded when earned and
expenses are recorded when liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.

All governmental funds are accounted for using the modified accrual basis of accounting. Their
revenues are recognized when they become measurable and available. Revenues are considered fo
be availabie when they are coflectible within the current period or scon enough thereafter to pay
liabilities of the current peried. For this purpose, the government considers revenues to be available if
they are collected within 80 days of the end of the current fiscal period, except for reimbursement-
based grants which use one year. Expenditures are generally recognized under the modified accrual
basis of accounting when the related liability is incurred. Exceptions to this general rule include; (1)
principal and interest on long-term debt which is recegnized when due.

All Governmental Funds are accounted for on a spending or “flow of financial resources”
measurement focus. This means that only current assets and current liabilities are generaily included
on their balance sheets. Their reported fund balance is considered a measure of “available,
spendable resources”.

Governmental Fund operating statemenis present increases (revenues and other financing sources)
and decreases {expenditures and other financing uses) in net current assets. Accordingly, they are
said to present a summary of scurces and uses of “available, spendable rescurces” during a period.
Fiduciary Funds are accounted for using the accruaf basis of accounting

When both restricted and unrestricted rescurces are available for use, it is the gevernment's policy to
use restricted resources first, then unrestricted resources as they are needed.
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MARTIN TOWNSHIP

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

Budgets and Budgetary Accounting

Comparisons to budget are presented for General and Special Revenue Funds. The Township
follows these pracedures in establishing the budgetary data reflected in the financial statements:

1.

Prior to June 1, the Township Clerk submits to the Township board a proposed operating budget
for the fiscal year commencing the following July 1. The operating budget is adopted by activity.

Public hearings are conducted tc obtain {axpayer comments.
Prior to July 1, the budget is legally enacted through passage of a resolution.

Formal budgetary integration is employed as a management control device during the year for the
general and special revenue funds.

Budgets for the General and Special Revenue Funds are adopted on a basis consistent with
generally accepted accounting principles {(GAAP}.

Adoption and amendments of all budgets used by the Township are governed by Michigan Law.
The appropriations ordinances are based on the projected expenditures budget of the various
functions of the Township. Any amendment to the original budget must meet the requirements of
Michigan Law. The Township did amend its budget for the year ended June 30, 2007. Any
revisions that alter the totat expenditures of any fund must be approved by the Township Board.

Deposits and investments

The Township's cash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investments with original maturities of three months or less from the date of
acquisition.

State statutes authorize the Township to invest in:

a. Bond, securities, other obligations and repurchase agreements of the United States, or an
agency or instrumentality of the United States.

b. Certificates of depesit, savings accounts, deposit accounts or depository receipts of a
qualified financial institution.

¢. Commercial paper rated at the time of purchase within the two highest classifications

established by not less than two standard rating services and that matures not more than 270
days after the date of purchase.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

d. Bankers acceptances of United States banks.

e. Obligations of the State of Michigan and its political subdivisions that, at the time of purchase
are rated as investment grade by at lease one standard rating service.

f.  Mutual funds registered under the Investment Company Act of 1940 with the authority to
purchase only investment vehicles that are legal for direct investment by a public corporation.

g. External investment pools as authorized by Public Act 20 as amended through 12/31/97.
The Township utilized depositery and savings accounts during the year.
Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the governmental activities column in the
government-wide financial statements.

Capital assets are defined by the government as assets with an initial, individual cost of more than
$5,000 and an estimated useful life in excess of two years. Such assets are valued at cost where
historical records are available and at an estimated historical cost where no historical records exist.
Donated capital assets are valued at their estimated fair market value on the date received. The
amount reported for infrastructure includes only assets added since 2004.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Improvements are capitalized and depreciated over the
remaining usefut lives of the related capital assets, as applicable.

Depreciation on capital assets {including infrastructure}, is computed using the straight-line method
over the following estimated useful lives:

Years
Buildings and improvements 10-50
Vehicles and equipment 15-40
Infrastructure 40

Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period or for resources that have been
received, but not yet earned. At the end of the current fiscal year, the Township reported deferred
revenue for property taxes levied for 2007 as follows:

General fund $ 86,027
Road fund 232 689
Fire protection fund 70,147

$388,843
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MARTIN TOWNSHIP

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

Property Taxes

The Township bills and collects its own property taxes which are levied December 1 and payable by
February 15. The Township alse collects taxes for other governmental units which are payable on
July 1 and February 1. Property tax revenues are recognized as revenue in the year subsequent fo
the year in which they are levied.

Grants and Other Intergovernmental Revenues

Grants and assistance awards made on the basis of entittement periocds are recorded as
intergovernmental receivables and revenue when entitement occurs. Reimbursement-type grants are
recorded as intergovernmental receivables and revenues when the related expenditure/expenses are
incurred,

interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures, or expenses. Transactions
that constitute reimbursements to a fund for expenditures/expenses initially made from it that are
properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that is reimbursed. All other interfund
transactions, except quasi-external transactions and reimbursements, are reported as transfers.

Net Assts/Fund Equity

Reserves represent those portions of fund equity not appropriable for expenditure or legally
segregated for a specific future use. Designated fund balances represent tentative plans for future
use of financial resources. Designations in the generat fund at year end are for cemetery
improvements.

Risk Management

The Township is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. During the year ended
June 30, 2007, the Township carried commercial insurance to cover risks of losses. The Township
has had no seftied claims resulting from these risks that exceeded their commercial coverage in any
of the past three fiscal years.
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MARTIN TOWNSHIP

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2007

2. EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS
State law provides that a local unit shall not incur expenditures in excess of the amount appropriated.

In the body of the financial statements, the Township's actuai expenditures and budgeted
expenditures for the budgeted funds have been shown at the functional level. The approved budgets
of the Township for these budgetary funds were adopted at the activity level. During the year ended
June 30, 2007, the Township incurred expenditures in certain budgeted funds which were in excess
of the amounts appropriated as foliows:

Variance
Budget Actual {Unfavorable)
General Fund
Legislative
Board activity $ 18,229 $ 20,728 $ (1,500)
General Government
Supervisor activity 8,852 9,459 (607}
Clerk activity 25,484 28,842 {458)
Assessor activity 17,550 18,604 {1,054)
Treasurer activity 21,114 21,850 (736}
Cemetery activity 29,611 31,251 (1,640}
Transfers out 25,446 121,406 {85,960)
Special Revenue Funds
Library
Capital outlay 800 108,761 (107,961}

3. DEPOSITS AND INVESTMENTS

The captions on the financial statements relating to cash and cash equivalents are as follows:

Governmental Fiduciary
Activities Activities Total

Cash and cash equivalents $ 566,335 $26,372 $ 592,707

These deposits are in one financial institution located in Michigan. State policy limits the Treasurer's
investing options to financial institutions located in Michigan. All accounts are in the name of the
Township and a specific fund or commeon account. They are recorded in Township records at fair
value.

investment and deposit risk
Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the

Township's deposits may not be returned. As of year-end, $502,864 of the Township’s bank balance
of $802,964 was exposed to custodial credit risk because it was uninsured and uncellateralized.
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NOTES TO THE FINANCIAL STATEMENTS
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4. CAPITAL ASSETS
Capital asset activity for the year was as follows:

Balance Balance
July 1, 2006  Additions Deletions June 30, 2007

Governmental Activities
Capital assets, not being depreciated

Land $ 24100 $ 25000 §$ 1,000 3 48,100
Construction in Progress 183,254 - 183,254 -
Total capital assets, not being depreciated 207,354 25,000 184,254 48,100
Capital assets, being depreciated
Building and improvements 277,178 133,280 34,450 376,008
Equipment and vehicles 514,047 320,674 39,000 795,721
Infrastructure 324,297 352 604 - 676,301
Total capital assets, being depreciated 1,116,622 806,558 73,450 1,848,830
Less accumulated depreciation for:
Building and improvements 189,865 8,531 26,880 149,506
Equipment and vehicles 183,348 32,488 34,850 180,882
Infrastructure 14,061 16,822 - 30,983
Total accumulated depreciation 367,272 55,839 61,840 361,371
Net capita! assets, being depreciated 748250 750,619 11,610 1,487,259
Governmental Activities capital assets, net $955,604 $775,618  $195,864 $1,535,359

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities

General gevernment $ 5,585
Public safety 32,486
Public works 16,923
Recreation and culture 945
Total depreciation expense - governmental activities $ 55,938
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5. INTERFUND TRANSACTIONS
Transfers in and out for the year ended June 30, 2007 are as follows:

Transfers cut

by fund
General
Transfers in by fund Fund
Library $ 17,381
Fire protection 104,045
$121,406

Transfers are used to subsidize the library and fire protection funds.
6. DEFINED CONTRIBUTION PENSION PLAN
Plan Description

The Township provides pension benefits for all its elected officials, librarian, and sextant through a
defined contribution plan. The plan is a nontrustee plan, and the Township does not administer the
plan assets. In a defined contribution plan, benefits depend solely on amounts contributed to the plan,
plus investment earnings. Michigan state statute assigned the authority to establish and amend
benefit provisions to the Township Board of trustees. Officials are eligible to pariicipate from the date
of election/femployment and are fully vested immediately. The Township contributes 4.5% of salary
yearly for each trustee and employee into the plan. The Township made the required contribution of
$4,267 during the year ended June 30, 2007,

7. DEFICIT FUND BALANCE/NET ASSETS
At year end the Township reported a deficit fund balance in the road fund and related restricted net

assets on the government-wide financial statements as a result of the current year construction
activities on Fourth Street. A deficit reduction plan has not yet been filed with the State of Michigan.
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TOWNSHIP OF MARTIN
GENERAL FUND
SCHEDULE OF REVENUES
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2007

Revenues
Taxes
Property taxes

Intergovernmental revenues

Variance
Budget Amounts Actual Positive
Criginal Final Amount {Negative}

$ 57454 § 57454 § 68,951 § 11,497

Federal grants 590 590 - {590)
State shared revenues 154,000 154,000 148,400 {5,600)
Total intergovernmental revenues 154,580 154,590 148,400 (6,180)
Fees and service charges
Tax coliection 18,380 18,380 20,632 2,252
Building and zening 20,000 20,000 21,458 1,458
Burial 14,000 14,000 14,448 448
Logging - - 20,832 20,832
Rental 1,000 1,000 1,760 760
Total fees and service charges 53,380 53,380 79,128 25,748
[nterest 5,000 5,000 5,653 553
Miscellaneous 5,950 5,950 3,490 (2,460)

Total Revenues

$ 276374 $ 276374 $ 306522 $ 29,148
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TOWNSHIP OF MARTIN
GENERAL FUND
SCHEDULE OF EXPENDITURES
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Budget Amounts Actual Positive
Qriginal Final Amount {Neqgative)
Expenditures
Current
Legislative
Board $ 19,229 § 19,229 § 20,729 § {1,500)
General government
Supervisor 8,852 8,852 9,458 {607)
Elections and registraticn 5,250 5,250 2,978 2,274
Clerk 29,484 29,484 29,942 {458)
Board of Review 850 950 596 354
Assessor 17,550 17,550 18,604 {1,054)
Treasurer 21,114 21,114 21,850 {736)
Hall and grounds 52,200 52,200 49 568 2,632
Cemetery 29,611 29,611 31,251 (1,640}
Other 24,838 30,6888 24,492 §,196
Total general government 189,949 195,699 188,738 6,961
Public Safety
Ambulance £,000 8,000 8,000 -
Zoning and planning 34,800 34,800 28,028 8,772
Total public safety 40,800 40,800 34,028 6,772
Public Works
Refuse and lighting 360 300 290 10
Recreation and culture
Parks 850 650 113 537
Total expenditures $ 250,928 $ 256678 $ 243898 § 12,780
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October 28, 2007

To the Township Board
Martin Township
Allegan County, Michigan

In planning and performing our audit of the financial statements of Martin Township, Allegan County,
Michigan {the township} as of and for the year ended June 30, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Township's internal control over
financial reporting (internal control} as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Township’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Township's internal controi,

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. However, as discussed below, we identified deficiencies in intemnal control that we
consider to be a material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or a combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data refiably
in accordance with generally accepted accounting principles such that there is more than a remote likelthcod
that a misstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A materiai weakness is a significant deficiency, or a combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the entity’s financial statements will not be
prevented or detected by the entity's infernal control. We believe the following deficiencies constitute
material weaknesses.

1. New auditing standards emphasize that management is responsible for establishing, maintaining,
and monitoring internal controls, and for the fair presentation in the financial statements of financial
position, results of operations, and cash flows, including the notes to the financial statements in
conformity with U.S. generally accepted accounting principies and that the auditor cannot be a part
of those intermal controls.

We noted that the Township was not recording entries necessary to prepare fund basis financial
statements on the modified accrual basis of accounting or to prepare eniity-wide financial
statements on the accrual basis of accounting.

2. We noted that the Township was not recongiling bank account balances to the general ledger in a
timely manner.

This communication is intended solely for the information and use of the Township Board and management
of the Township, and is not intended to be and should not be used by anyone other than these specified
parties.

Sincerely,

Ul Hemphuor LY

Specializing in services to governmental and nonprofst entities





